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PROCEEDI NGS
(10: 00 a. m)

MR. MEYERS: Good norning. W are going to get
started now. This is Ed Meyers, FERC State Rel ations, and
wel conme to the Md-Atlantic and Northeast States.

We are going to have intros and roll call in just
a mnute. W know various people are going to be joining
the call inalittle bit, but these two hours tend to fly by
pretty quickly, judging fromthe |ast couple calls we have
had on this, so we are just going to get started.

The purpose of the call is to answer questions
and di scuss and receive coments fromyou on the
Cost/ Benefit Study rel eased by the FERC.

(Di scussion off the record.)

MR. MEYERS: The recorder needed to plug in.

(Pause.)

We are all set to go again. We are just going to
be answering questions and di scussing the Cost/Benefit Study
rel eased by the FERC at its open neeting of February 27th,
2002. We do have the consultants who drafted the report
with us here this norning.

The call hopefully will help you as you prepare
your comments, which are due April 9th, reply comments due
April 23rd, and it should also help us all prepare for

future State-Federal -Regional panel neetings which will be
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policy-oriented, perhaps nore so than this call which is
nostly a working session. But those future panel neetings
w |l be fact-based, and many of the facts perhaps will cone
fromthis very report that we will be discussing here today.

We are not going to have a presentation. W are
just going to have the Q&%As and comments.

We are follow ng the FERC Order of November 9th,
2001, today, which nmeans that we gave a notice on this and
everything is transcribed and will be put into the record
dockets of all the cases.

In that regard, even though many of us know the
callers, before each time you speak if you would pl ease
kindly just give your nanme and the state that you are from
t hat woul d be great.

Let's introduce ourselves here around the table
i n Washi ngton, and then we will take a roll call of the
st ates.

MR. DWORKIN: Good norning. |It's M chael
Dwor ki n.

MR. MEYERS: Yes. H, Mke. W are going to
i ntroduce the FERC Staff since they are all here, and then
we will go around to the States. That's great.

Tont?

MR. RUSSO. Good norning. M nane is Tom Russo.

| am assisting Ed in the State-Federal Program
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M5. SIMLER: Jame Simer, advisor to
Comm ssi oner Brownel | .

MR. GROMLICH: Rob Gromlich, advisor to Chairman
Wood.

MR. MERONEY: Bill Meroney in the Market
Devel opment Group in our O fice of Markets, Tariffs, and
Rat es.

MR. TURNURE: Jim Turnure with ICF Consulting. |
was the project manager for the RTO Econom c Assessnent.

MR. WHITMORE: Charlie Wiitnore. | do strategic
pl anni ng at FERC.

MR. LeKANG Don LeKang. | amwth the Ofice of
Mar kets, Tariffs, and Rates.

MR. GOLDENBERG. M chael Col denberg. | amwith
the O fice of General Counsel.

MR. MEYERS: OCkay, let's go around the States,
then, starting with Connecticut, Comm ssioners first and
then staff.

Connecticut ?

(No response.)

MR. MEYERS: Del aware, please.

McRAE: Arnetta MRae.
MEYERS: Hi, Arnetta

McRAE: Hey, Ed.

» » 3 O

DI LLARD: Janice Dill ard.
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Ed.

MR. MEYERS: Ckay.

MS. DI LLARD: Staff.

MR. BERKHART: Bruce Berkhart, staff.

MR. MEYERS: All right, thank you.

And, D.C. ?

MR. CARTAGENA: Angel Caragena. Good norning,
MR. MEYERS: Good norni ng, Angel.

MR. CARTAGENA: | also have with ne here:

MS5. MELTON: Sam Mel t on.

MR. CARTAGENA: And?

MS. HU. Grace Hu.

MR. MEYERS: And, Mi ne.

MR. VWELCH: Tom Wel ch

MR. MEYERS: AlIl right, and Maryl and, pl ease.
(No response.)

MR. MEYERS: Anybody here from Maryl and?

MR. GUNS: Ron Guns, Comm ssioner. Hey, Ed.
MR. MEYERS: Hi, Ron.

MS. RILEY: Cathy Riley, Conm ssioner.

MR. MEYERS: Hell o, Cathy.

MS. RILEY: Hi, Ed. W've got two nore going to

join us very shortly, Conmm ssioner

McDonal d.

MR. MEYERS:

That's just

Kern and Conmm ssi oner

great .
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Massachusetts?

(No response.)

VR.

VEYERS: And, let's see now, do we have--are

we doing this one?

VR.

MR.

RUSSGC: Yes.

MEYERS: Do we have New Brunsw ck?

(No response.)

MR.

MEYERS: Nobody from New Brunsw ck

And New Hanpshire?

(No response.)

MS.

PERDI NOCK: New Jersey is M chelle Perdinock

for Comm ssioner Connni e Hughes.

j oi ned by:

shortly.

VR.

MR.

> » 3 » 3 3 3 2

3

BEYER: Mark Beyer, Board staff.
MEYERS: And New York, please?

HEL VER: This is Maureen Hel ner, and I am

DI VORSKI:  Tom Di vorski, staff.
PEDULA: Marco Pedul a, staff.
DREXLER: David Drexler, staff.
LI BERTY: Ron Liberty, staff.
TYLER: Howard Tyler, staff.
PENSTON: Bob Penston, staff.

HELMER: And Penny Rubin is joining us

MEYERS: Great. Good norning, all.
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(No

MR.
Edwar d | sl and.
out that far.

How

MR.

3

3

3

3

3

Chai r man. And

now so | don't

| eave at 11: 00.

MR.

conments in on

MR.

VR.

And

3

3

3

HELMER: Good nor ni ng.

MEYERS: Anybody here from Nova Scoti a?

response.)

MEYERS: We al so have on this list Prince

| don't know if we got the notices up and

about Pennsyl vani a?

LEVI N: John Levin.

MEYERS: Good norni ng, John.

LEVIN:  Morning.

MEYERS: Rhode Isl and?
response.)
MEYERS: And Ver nont.

DWORKIN:  This is Mchael Dworkin. 1'mthe
good norning, Ed and folks. | wll say it
have to say it later. | amgoing to need to
MEYERS:

Okay. Maybe you can get your

the early side.

DWORKIN: | would appreciate that.

MEYERS: That woul d be great.

Virginia?

WALKER: Cody Wl ker, staff.

SPINNER: Wth himis Howard Spinner, staff.
MEYERS: Okay. And West Virginia?
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(No response.)

MR. MEYERS: All right, anybody else in on the
cal I ?

MR. DOWNS: Connecticut just joined, Conm ssioner
Jack ol dberg, Chairman Don Downs.

MR. MEYERS: And wel cone.

MR. DOWNS: Thank you, sir.

MR. MEYERS: That is a pretty good |lineup we've
got goi ng here.

MR. NUGENT: Excuse nme. Maine has joined you.

We just m ssed our place in line. But anyway, this is Bil
Nugent and Steve Dianond is here, and Dennis Bergeron.

MR. MEYERS: Just great. Good norning, and
wel cone.

MR. NUGENT: Good norning, Ed.

MR. MEYERS: We've got a pretty good team here to
di scuss the Cost/Benefit Study, so let's just dig in wth
your questions, coments, or what have you.

M5. McRAE: This is Arnetta McRae. | wll start
out with I could not tell from |l ooking at the map where the
Del marva Peninsula is with respect to PJM South, or East, or
specifically what.

MR. MEYERS: We are on MapQuest now.

MR. TURNURE: Good nmorning. This is Jim Turnure

from | CF Consul ting.
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| believe--and | can doubl echeck this to be
absolutely sure--that it is part of PIJM South in this
breakdown. But |et me keep checking that while we are on
the call here--

MS. McRAE: Okay.

MR. TURNURE: --and get as clean a | ook at that
as | can.

MS. McRAE:  COkay.

MR. DWORKIN: Could |I take a mnute, Ed? This is
M ke Dwor ki n.

MR. MEYERS: Sure.

MR. DWORKIN: | wanted to start with a comment
about conmi ssioner participation, and then to shift to a
hal f a dozen areas of concern

THE REPORTER: | am having a very hard tine
hearing him His line is breaking up.

MR. DWORKIN:  The comment about the state
conmi ssioner participation is that | think that it is
accurately described here, and yet it is inportant to have
peopl e understand nore than just these specific details.

There were a half a dozen state comm ssioners who
were asked to give sone advice here, and we did in what this
refers to as 'a series of conference calls,' but to be
preci se on them there was a half an hour original one which

was just handing stuff out, a two-hour substantive one, and
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a 40-m nute one |ater where we discussed the fact that we
woul dn't see the nuts and bolts of this as it went forward.

So the 'series of calls' is one two-hour one with
sone input. There was two-thirds of a day of nuts and bolts
serious conversation about what should be in it in which we
expressed several concerns, sone of which have been
addressed and sone of which have not. And then ICF, quite
properly | think, went off and did what it thought was
right. But | want it to be understood that, although we had
a chance to make sone comments in the beginning, there is no
sense in which this should be perceived as either driven by
or endorsed by the State PUC Conm ssi oners who were on the
Advi sory Panel .

That may be already fully understood, but | want
to make sure there is no doubt on it.

Moving to content, | think that this study shows
t he value of doing this kind of analysis because it reveals
a lot of interesting things. But it also shows--

MS. RILEY: W are having difficulty hearing.

MR. MEYERS: That is Cathy Riley.

MS. RILEY: Could you speak up a little?

MR. DWORKIN: It also shows the inportance of
doing this kind of work early and thoroughly, because this
study at | east raises alnpbst as many questions as it answers

and has a lot of things where you wish it was early in the
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process instead of | ate.

| al so have some concern about the scope of the
study, which | think are vital to the task that is in front
of FERC and are not the responsibility of ICF directly but
are the responsibility of FERC.

That is where | want to make ny fundanental, nost
I mportant point: An awful lot of this study is circular.
Its purpose, if you will, is to describe the benefits of
FERC RTO policy, but it largely starts by assum ng those
benefits and then quantifying them

It assunes that trades will occur that are not
now occurring if FERC pursues its RTO policies. And then it
quantifies the trades that it would be desirable to have
occur. But it never in any way makes a |ink between FERC s
RTO policies or specific regulatory rules or proposed
regul ations and the probability that those trades w ||
occur.

So in essence all the Study does is quantify the
size of the pot of gold at the end of the rainbow, but it
says nothing in a but-for test, and before-and-after cause-
and-effect causal sense about the causal |ink between FERC s
RTO policies and getting to that pot of gold.

So over and over again when you see it says these
are the benefits that would result fromthe goals that the

FERC RTO i s pursuing, it never says how FERC s RTO policies
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will lead to these benefits.

That is a fundanental flaw in the analysis,
although it is not a flawin the nuts and bolts of the study
itself. But the study has to be understood as nothi ng other
t han a boundi ng anal ysis of the hoped-for gains w thout any
real link to what the actual gains would be.

MS. HELMER: This is Maureen--1'"m sorry.

MR. DWORKIN: | think, Maureen, maybe | will run
t hrough about four or five, of which the first and the
others will be faster.

MS. HELMER: COkay. Go ahead.

MR. DWORKIN: The other parts of it that start to
be really quite striking are that it focuses on results
conpared to a base | evel of production costs, which in
essence is generation costs.

It ignores transm ssion costs in nost ways, and
It ignores retail delivery. To express the significance of
the study, | think it should be, as |'ve been suggesting for
a few nonths, a systemthat conpares the antici pated
benefits as a percentage of the delivered cost of power.

| know that from FERC s perspective it thinks of
itself as dealing with whol esal e generation and not with
retail, but I"mafraid that's |like a surgeon who works on
your hand saying he's not responsible for whether your heart

stops or not.
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L4

The fact is that what is being done here has
effects on the retail markets as well. And if we are seeing
a study that says the outer bound of achievable success is a
four percent, five percent reduction in production costs,
but it is really only a three percent reduction in the
delivered cost of power, it needs to be expressed in the
| atter way because it has effects on the latter world.

And to just |look at the benefits in one snal
subsector and ignore their proportionate effect on
everything el se is disappointing.

Movi ng beyond that, it is not clear to nme how
transm ssi on upgrade costs are netted out. | have a problem
on an issue that canme up early which | call the sinultaneity
of transfer capacity.

I n essence, the nodel assunes that each region
can make the simultaneous deliveries of power to al
adj acent regions at the sane tinme, but the underlying data
that it | ooks at, which is the transfer capability that
di sappears not assum ng sinultaneity but assum ng that each
regi onal border is only addressed in and of itself, it would
overstate the existing transfer capability, at |east the way
| understand it.

There is a set of assunptions that reserve
margins will drop in the 13 percent range fromtheir higher

| evel s now, and yet al nost every econom ¢ study that | have
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seen suggests that with the degree of anticipated market
concentration you probably actually need to see an increase
In reserve margins in order to all ow econom c behavior to
avoi d having essentially price fixing, or inplicit collusion
of pricing.

That change al one, the increase in reserve
mar gi ns i nstead of the assuned reduction in reserve margins,
probably wi pes out all the benefits here. And yet it is not
even not ed.

| was | ooking through the study and it is
difficult for nme to find out how it treats environnenta
consi derations. One can argue that if it has reduced
productions that there is an environnmental | oading benefit.
On the other hand, it looks as if it is basically the sane
| evel of generation occurring just being transferred to the
| ower cost areas. Except in |lowsulfur coal areas, it |ooks
like there is actually likely to be a significant increase
in em ssions.

And there are sone pretty obvi ous NEPA
considerations that FERC at |l east is going to have to
address in this context that | do not see addressed in the
study, and that I would think should be. | admt that there
Is plenty in the study that | still have not found yet.

There is a consideration, in my mnd at |east, of

what | will call the Chns Law effect. We all know that if
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10

you i ncrease the anount of transfer over the existing wres,
you get an exponential increase in the amount of |ine
| osses. And | do not see an account for that.

We are tal king about somet hing where the total
benefits are in such a small percentage range, it seens |ike
an Ohnms Law effect is likely to be the increased |line |osses
that have to go a | ong way towards ending the perceived
benefit here.

There is one final assunption that | have trouble
with, and it emerges throughout. It is that it assumes that
t he production cost of generation, which will go fromthe
$90 billion a year range in 2004 to the $150 billion a year
range in 2020, that is a $60 billion increase in 16 years
and is also a 66 percent increase in 16 years.

That is a rate of increase above nom na
i nflation, which is higher than education, it's higher than
health care, it's really kind of astounding. It is never
exam ned, really. It is just assumed at the start, and |
have to say that it is a difficult assunption for ne to
accept, although I have no specific reason for show ng that
it is wong, but it need serious support.

Finally, though I do think that even when you go
t hrough all of this you get some |essons that are useful
here, first that the size of RTOs seemto be essentially

trivial, whether you have two, or five, or nine of them and
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you can say that it's got a couple hundred mlIlion dollars
attached, but when you are tal king about hundreds of
billions of dollars per year for several years, the
differentials there are not only lost in the noise they are
nmeani ngl ess. The size of RTOs doesn't seemto count at all
in this area.

And finally, the pretty obvious | esson is that
demand response is by far the nost significant factor, mnuch
nore significant than seans' i1ssues or size issues, Or even
opening up trade that m ght not have occurred ot herw se,
whi ch supports | think the fundanental idea that if
whol esal e narkets are going to work at all, what is needed
to make them healthy is a meani ngful demand response as
opposed to tinkering with the transm ssion capacity issues
or other things that make |life easier for producers but that
do not generate a neaningful value to the people who buy out
of the market.

So although I have got a | ot of concerns about
the Study, the fundanmental notion that good market rules
that create a market where demand response nmatters are nore
I nportant than all the stuff that people actually seemto be
spending their time on is a |l esson that does seemto |eap
out of it. And | was disturbed that that |esson exists on
page 2, and page 72 of the big report, but does not

hi ghlight it at all in the summary study presentati ons which
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focus nmuch nore on sonme secondary i ssues.

So there is a runthrough, and I will be quiet for
awhi | e and see what other fol ks have to say.

MR. TURNURE: This is Jim Turnure at |ICF. Should
I, Comm ssion folks, should I respond to sone of these
poi nts?

MR. MEYERS: Let's ask Maureen, since she had a
comment follow ng up on Mke's, Maureen, whether you want to
tal k now or have Jim go ahead.

MS. HELMER: Well if you don't m nd--

MR. MEYERS: This is Maureen Helmer, Chair of New
Yor k.

M5. HELMER: | would like to second sone of the
things that M chael said. As always, he really expressed
sonme very inportant points very el oquently.

The first issue where | was junping in, and it
also relates to Mchael's last point with respect to demand
response, and the issue of which benefits were placed in
whi ch scenarios, and particularly with respect to the demand
response issue, | don't see anything intrinsically different
about a | arge RTO which encourages good demand response
prograns as opposed to either smaller RTOs or |SOs, or
frankly the inpact that say retail policies have on the
devel opnent of a demand response market.

| mean we have got very strong demand response
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progranms now here in New York State. | expect those to
continue. | do not expect them necessarily to take quantum
| eaps when we enter into a | arge organization, although
certainly there is some roomfor growth there.

So where those benefits are pocketed in the three
or four scenarios that have been set up through the study I
think is very inportant in terms of conparing those
scenari os.

Secondly, the point that M chael made with
respect to transfer capability is also sonmething that ny
staff has been concerned about. Sonething that a study |ike
this loses vis-a-vis for exanple a MAP study which | ooks at
how t he system actually works and where electricity can
actually flowto I think is sonething that isn't obvious
fromthe study that that has clearly been anal yzed.

For exampl e, one of the issues that we have
questions about is why so nuch of the power seens to flow to
t he South. \Why cheap M dwest power would flow to the South
as opposed to up into the Northeast is not clear fromthe
st udy.

We al so share M chael's concern about reserve
margi ns. There does not seemto be anything addressed in
this study as to why a larger RTO hel ps us to maintain | ower
reserve margins but at the sanme tinme maintain the sanme | evel

of reliability.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

| do not think FERC or anyone el se has ever
suggested that in the transition to | arger markets or
di fferent markets, that anyone would stomach a reduced | evel
of reliability. If anything, in the current markets that
we' re devel opi ng, nonenergy nmarkets but econom c nmarkets
that we're developing in terns of conputers and the
sensitivity to conputers, if anything there is a demand for
a higher level of reliability not a | ower |evel of
reliability.

Finally, with respect--well, two final points.
One is a question. That is: Wat--and this really is a
question for ICF--is what are the I evels of new generation
that are being assumed in this, and was any sensitivity
anal ysis done in terns of the benefits that are produced by
t hese vari ous nmodel s? How sensitive are those results based
on how nmuch new generation is brought on board.

And finally, with respect to the issue of the
smal | er RTO assunpti ons, what seans' issues are assuned to
be either remaining or incapable of being inproved by not
going to an RTO. In other words, which can be resol ved
Wi t hout an RTO versus which are assuned to be unresol vabl e
wi thout a |arger regi on RTO?

And with that I will either hand it back to ICF,
or to other conm ssioners based on your call 1ist.

MR. MEYERS: There is a lot on the table already,
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so let's go to I CF now.

MR. TURNURE: Well, hi. This is Jim Turnure at
ICF. | think there are a couple of issues that were common
bet ween Chai rman Dwor ki n and Chairperson Hel ner, and I would
li ke to conmbine a couple of themright up front.

| think the first of those would be the reserve
margin justification and the assunptions that were used in
this analysis regardi ng reserve margins.

Reserve margins are an inportant driver of the
product cost benefits nmainly because of the need for capital
additions to neet reserve margin requirenents.

VWhen you have | ower reserve margin requirenents,
it can be the case that you may defer or even not have to
build some new units, which saves on capital costs and so
forth.

There are two major drivers or assunptions that
go into the | owered reserve margi n approach that has been
used here. One of themis the ability of regions to share
capacity nore effectively as the Comm ssion has di scussed.
And nost of the benefit discussion we are keying off of is
actually fromthe NOPR for Order 2000, which has a nuch
| arger benefits' discussion than the final rule does, just
as a point of information.

So there is nore effective capacity in reserve

shari ng.
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And secondly, as the regions thenselves becone
| arger, the inpact of single contingency failures becone
smal | er.

Now t hose are very broad-brush approaches. And
It is inmportant to point out that this is not an engineering
reliability type study. It is quite accurate to say that
this is not GE MAPs. This is not Power World. This is not
a transm ssion flow anal ysis, because of its national and
| ong-run scope.

So there are sonme further issues that people nmay
very well wish to address in their particul ar area.

MR. DWORKIN: This is a quantitative question.

If you assunme the 15 or 16 conservative reserve nargin,
instead of a 12 to 13, wouldn't all your benefits
di sappear?

MR. TURNURE: There are a |l ot of other inportant
drivers besides this. | think you have characterized the
demand response as a very inportant driver, in fact a
dom nant one.

We don't know because we have not done the pure
sensitivities of each assunption. M sense would be from
using this type of nodel a | ot that you would get a
significant dimnishing of some of the production cost
benefits if the reserve margin assunptions were |left static.

But | can't say exactly how nuch.
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The operational efficiencies of generators are
al so a very inportant driver, the heat rate and availability
assunpti ons.

Now | et nme just wap up on demand response at
| east for this prelimnary coment by nmentioning your point
about market concentration. And | just have to say that we
say in the study that we are not anal yzi ng sonme ki nds of
what we view as really short-term market phenonmena. And
mar ket power is one of those sort of short-run phenonena
that we are not analyzing here because we are studying the
| onger term supply/demand bal ance in equilibrium

So when you tal k about market concentration, the
threat of market power, and the potential for what sone
people are calling econom c reserve margi ns as a hedge
agai nst that kind of market power, that also is a very
i nteresting discussion and one that is really not taken into
account in this particular study.

So | just want to be very clear about that.

The other major area that canme up that is common
bet ween the two sets of initial comrents was the
transm ssion transfer capability and how the sinmultaneity of
t hose transfer capabilities was handl ed.

We are beginning froma starting point of NERC
Reliability Assessnents to the extent that those NERC

sources cover all the relevant links in the nodel.
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That is the basic starting point. \Wenever we
can source to NERC, we do that. Those analyses, if you dig
into them and | ook at NERC s subregi onal assessnents and
ot her people's conpeting reliability assessnents, have a
fair range of transfer capabilities.

These are extrenely sensitive-to-system
conditions. You always have a range of nunbers available to
| ook at when you are assessing transfer capability, and we
try to stick as close as we can to the major NERC
Reliability Assessnents.

Now t hose are typically designed to be
si mul taneous transfer limts under sort of average, norma
operating conditions subject to normally first contingency
| osses. So there is sort of the first increnental transfer
limt.

Now we al so have in the nodel, and | think this
may be sonmething that slips by in the report, we do not
allow those transfer limts to be maxed out when lines are
bei ng used sinmultaneously. W actually have a very
particul ar constraint that actually de-rates the line fl ows
If the lines are being operated sinultaneously.

So if there is only one link being used in a
region, it can operate to its limt, its NERClimt, but if
the links are being used sinultaneously, there is actually a

de-rating that occurs in the nodel to handle exactly this
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I ssue.

It is relatively sinplistic conpared to very
detailed flow nodeling, but it does at |least attenpt to
address that issue.

MR. DWORKIN: Does it include Canadi an and
Mexi can border issues?

MR. TURNURE: This study handl es the Canadi an
Provinces in a static manner.

MR. DWORKIN: | was focusing specifically on the
transfer capability. For exanple, if New England is taking
peak | oad from Quebec, which is nore than 10 percent of our
base on many occasi ons- -

MR. TURNURE: Right, we're--

MR. DWORKIN: ~--that limts the anount that we
can send south to New York. And | do not know whet her you
took into account the Canadi an constraints in |ooking at the
constraints of the cross-border-to-next regions.

MR. TURNURE: That would be worth follow ng up on
in the sense that we woul d need to check how the source
studies for those limts were nodeled. You have to hope
that they were nodeling Canadi an effects in some kind of an
average or responsi bl e fashion.

MR. DWORKIN:  Well | think it is vital because
certainly for New England, and | believe for New York, the

north-south transfers to Canada are | arger than the east-
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west or southern one to the rest of the U S

And so to just assune that they are okay is
| eaving out the big variable while taking the small one.

MR. TURNURE: No, | understand that. That nmakes
perfect sense as a followup. It is again a question of
whet her the reliability assessnments have handl ed t hat
questi on.

We are taking those transfer capability
assunptions pretty directly from NERC.

MR. DWORKI N:  Ckay.

MR. MERONEY: One of the things--this is Bil
Meroney by the way--one of the things to keep in m nd here
Is in the way this nodel was set up at this point. As Jim
sai d, the Canadi an--Canada was not nodeled as a region
within the nodel. It was nodeled static, if I"'mright, M.
Chairman. So any attenpt to address the sinmultaneity issue
probably has to be incorporated in the way the specific
out si de exogenous vari ables were treated.

And so it is alittle bit different than the way
it would have occurred in a larger--if the nodel were run in
alittle bit |arger context.

MR. DWORKIN: | guess | am going to say one thing
and then be quiet for a mnute, but in general the issue
that we care about is not what can the nodel do and what did

the nodel do. The issue is what is the analysis that has
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been done to support FERC s policies.

And knowi ng that the nodel can't do it does not
get away fromthe need to do it.

MR. MERONEY: Well | think this is definitely
worth a followup fromJim and | guess the point | was
maki ng was that at least in ternms of understanding the
framework of the nodel, this is one anong a nunber of
options that people m ght want to consider--mybe nore
problematic than | am portraying--but that Canada in sone
versions of this nmodel is included as a region, and so it
can be. But it wasn't in this study. So that is sonething
to keep in m nd.

MR. TURNURE: This is Jim Turnure again. Let ne
al so make a broader point that what we have attenpted to do
in this study is be fairly clear about what is in and what
is out. It is not to say that things that are not handl ed
in this study are not inportant; rather, it is sinply a
question of us using systenms that can acconplish the basic

task of doing very long-run dynam c national -scal e anal ysi s

which just by its nature can't take into account sonme of the

particularly shorter term and nore geographically detailed
questi ons.

And trying to be very clear about where this
pi ece | eaves off, which may suggest other things that need

to be done, but we are just attenpting to be as clear as we
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can within this study. And so any of these questions that
require clarification, that is exactly the kind of thing
this call is designed to do.

MR. TYLER: This is Howard Tyler from New York

Let ne just second what Comm ssioner Dworkin said
about the flows from Canada to New England. |If that is not
properly nodel ed, it absolutely cannot properly show the
transfer capabilities between New York and New Engl and.

Al so, simlarly, you cannot possibly study the
flows between PIJMin New York without representing a through
pat h t hrough Canada, through Ontari o, because of the
circular flows around Lake Erie. You cannot have a static
nodel and hope to accurately portray the benefits of a New
Yor k- PJM New Engl and nodel .

MR. TURNURE: This is Jimagain. | would have no
problem wi th peopl e saying that nore accurate power flow
nodel ing is an inportant adjunct.

The sinple fact is that we are not yet able from
a technical standpoint to fully mate and incorporate true
power flow nodeling with |Ionger run optim zation and
dynam cs.

| mean even GE MAPS technically isn't a pure
power flow nodel. It attenpts to do sone of the things that
| onger run nodels do, and sone of the things that power flow

nodel s do, but that is just a marriage or incorporation that
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Is alittle ways off.

So eventually to understand everything you have
to use nmultiple types of systens, | think.

Can | handl e a couple of the nore detail ed points
really quickly that M chael Dworkin raised? Just to nention
a couple of them you asked about the production costs in
t he nodel and the way in which they increase.

That has a ot to do with the nodel's treatnment
of existing sunk capital. Because the nodel only
i ncorporates costs that are relevant for operational short-
run deci sions and | onger run investnment decision, existing
capital, generation capital in this instance, is not
directly represented in the nodel.

That is explained in the report to sone degree
around page 48, 47-48, and there is a little table, 2.9,

t hat shows how because the nodel does not consider past
capital, but it is including going-forward capital for new
builds and so forth, the capital cost conponent that is
directly in the nodel does in fact go up very fast because
it starts at zero and over 20 years it grows to enconpass
all the capital that was built in the nmeantine.

So that is why when M chael Dworkin deserves that
I ncrease in production costs overall, it is because the
nodel by the end of the forecast period does include a |arge

portion of all the capital in the system But it starts off
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in the first year only with the capital that needs to get in
pl ace that year.

So that is a sort of a technical point, but |
just wanted to explain it.

MR. TYLER: | think I understand why you get the
bi g nunber at the end and a rapid rate of increase--

MR. TURNURE: Yes.

MR. TYLER: What | do not understand is whether
t hat undercuts the value of using your base case production
cost nunber as the denom nator when you are trying to figure
out the percentage value of undertaking this project.

MR. TURNURE: Yes, it gets--

MR. TYLER: In other words, if that nunber is
artificially inflated--or I'"'msorry if it's artificially
smal | because you excluded all past production costs, then
you aren't getting a 5.6 percent benefit overall, or a 3.8
percent benefit overall in production. You are getting a
much, nuch smaller benefit because you are not using the
ri ght base and it overstates the value of the RTO project.

MR. TURNURE: Well this came up in the Comm ssion
hearing, in the FERC hearing on the 27th when peopl e asked
about final consumer inpacts.

There are a | ot of ways you can anal yze those
numbers, and it has been--1 think the Departnent of Energy's

Conprehensive Electricity Conpetition Act analysis of a few
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years ago was one exanple at a national |evel of people

t aki ng these kinds of analyses--a rather simlar nodel was
used--and trying to push those benefit calculations all the
way through to enconpass not only the generation conponent
but all the other conponents of cost that end up in
del i vered househol d energy bills.

That i1s an assunption-fraught exercise. There
are a |lot of ways you could do that, but I amjust pointing
out one place where it has been done.

MR. TYLER: Well in this case it is a very easy
one. You add up all the retail paynents under a FERC Form
One Reports nationw de, and you divide that into your
assunmed benefits for an RTO policy, and you get a percent.
It is not a very sophisticated analysis, but it is a very
val uabl e one that seens to be m ssing.

MR. TURNURE: | only said in the neeting that
there's a lot nmore work that could be done on that. | think
| sort of pointed to Comm ssion staff at that point.

MR. MERONEY: This is Bill Meroney, Mke. | nean
I think your point is well taken.

The question is what the appropriate nunmber to
use is in the denomnator. And certainly at the national
level it is a very sinple exercise. It probably cuts any
percent ages that you are tal king about down by a fair

anount .
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MR. TYLER: You probably wind up with a 1.5
percent to 2 percent gain, instead of a 3.8 percent gain
over 20 years.

MR. MERONEY: That's a pretty easy cal cul ati on.
| mean--and | think it is easy for folks to do, and that is
part of the reason--1 amassumng that is part of the reason
why | CF wanted to be fairly clear about what costs were in
and what costs were out, since at |east at the national
level it is fairly easy to do.

VWhen you start doing it regionally, then I think
you may run into some conplications about the relationship
bet ween t he whol esal e production costs or what are presented
in this report as firmprices and the rel ationship between
t hose prices and what the ultimate consumer sees in each
region.

And so | think maybe--1 don't know. | can't
speak for Jim but that m ght have been one of the things he
was tal ki ng about when he was tal king about it being an
assunption-fraught anal ysis.

MR. TURNURE: Well nornmally when people ask
questions |like that you can't just give them a national
answer because what they normally want to know i s things
li ke the household inpact. Right?

So you have to start going and | ooking at the

statistical abstract of the United States and finding out
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how many househol ds there are. Then you have to wonder
about commercial, industrial, and residential consuner

cl asses; who gets what portion of the benefits. That kind
of thing is where it ends up being--

MS. RILEY: Well, excuse ne. This is Cathy
Riley. | think there is sonmewhere in the mddle. | think
nost of us who represent states are nore interested in the
state analysis and the regional analysis, because that is
what this was supposed to do, as opposed to a national or a
househol d.

So | think the question has sonmething nore to do
with breaking this down so that we get a clearer indication
of the regional and/or state nunbers.

| s sonebody saying that was not possible? O
just was not worth the effort? O too nuch tinme involved?
O what was the reason?

MR. TURNURE: That is a different question.
Again this is JimTurnure at ICF. That question has cone up
a nunber of tinmes because we have essentially reported
system | evel production costs here, but regional firm energy
prices.

The Comm ssion staff can coment here if they
want, and | could explain what cones out of the nodel, per
se, because there is a large volume of things that conme out

and a lot of that is not so nmuch difficult to report; it is



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

o4

just a question of procedurally where does it stand.

MR. MERONEY: This is Bill Meroney again. |
think there is no question that this was an exercise that
was under significant tinme and resource constraints and was
to sone extent a first-effort to nove beyond sone of the
previ ous studies that had focused at the national |evel and
start, frankly, fromthe top down to start to get a picture
of overall whol esale markets, their interactions, and how
this played out at the regional |evel.

It is certainly reasonable to assune that a | ot
nore work coul d be done, and that a good bit of that would
concentrate in making sense of these regional results at a
much nore detailed |evel.

MS. RILEY: Well | think--this is Cathy Riley
again--1 think the overall issue for nost states, and | wll
just speak for Maryland, we are concerned and have been
since the beginning that a proposal is out there that on
average for the country was terrific. Everybody said that.

We asked for sonme nunbers to show what did it
mean to us. And we didn't say that nmeans we are going to be
for it or against it. W just thought it useful to know
what the overall nunbers were before we all junped into it.

So the fact that it neans sonething to a region
is one thing. But on average within a region it neans

sonething else. And | know that one of the concerns that
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was expressed by at |east our representative in the study
was sone need for something a little bit nmore finite, at
| east sonme subset.

And it seens to me the gentl eman who asked the
previ ous question was really referring to that as well, that
we get into something that is nore than a national | ook.
And | do not nean to be critical, because on the whole |
think this study supports the concept that we were arguing
all along. And that is, that four RTOs were not the issue;
that there were other issues that were nore inportant to
deal wth.

So frankly I am feeling very good about this
study, but I do think it could tell us a lot nore. And that
is kind of our overarching view of this.

We, for exanple, have not figured out yet what
you have included. According to your nmaps, we are not sure
who PJMis. We don't know what VEIP is. So we have
questions not unlike fol ks aski ng Canadi an questions. W
have questions on even who is in this study.

MR. MERONEY: Thi s--

MS. RILEY: Did you really nodel the Northeast
RTO t hat FERC was showi ng? O have you nodel ed a whol e
different animal that we are not famliar wth?

MR. MERONEY: | think--

MS. RILEY: W know sone pieces, but we don't



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

know all. So those are the kinds of questions we have, and
they are far nore than just, you know, just national
aver ages.

MR. MERONEY: | agree with you personally, very
much so. | think that we have had in sone of the previous
tel econferences many requests for a ot nore information
than what is in this report because there really is a | ot of
detail that cones out of this nodel at the regional |evels
within the nodel that don't get down to the smallest detail
but get down a good bit nore regionally.

And that is sonmething we are considering right
now in ternms of releasing informati on on the nore detail ed
outputs of the nodel, and a docunent on a | ot nore of the
assunptions to at least facilitate--

MS. RILEY: That would be very val uabl e.

MR. MERONEY: Yes.

MR. MEYERS: Ckay. This is Ed Meyers. We did
get this in the other calls, and a | ot of the Comm ssioners
are not going to take a position unless they know how this
i npacts their region and in some cases their states.

So the filings are comng up April 9th. W have
| earned fromthe other calls, and fromthis one as well,
that it is very likely that those kind of statements could
very well be made if you choose to make them

And so then what we will do is take into
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consideration all the requests, and the Conm ssion itself
will then figure out what to do with them how nmuch they
will fund, if any, and what is left for the states.

For exanmple, some of the states, we are |earning,
are on their own using this data to devel op state-specific
cost/benefit data. In other cases they are asking the FERC
to develop for themregional data specifying the regi on of
their concern, |ike Cathy nentioned what--it is not real
clear whether PJMis even singled out here, or what the
boundaries are, and the |iKke.

So that is the kind of thing that will help us
going forward in figuring out the next level, if there is to
be one, of data.

MS. RILEY: And we really appreciate that. But
I f sonebody today could tell us why half the State of
Virginia appears to be in PJIM we would really appreciate
that. Because we don't even know where to begin to coment.
If you could give us an answer to that one, it m ght narrow
us down a little bit.

(Pause.)

MR. DWORKIN: Ed, could | ask a procedura
question? This is Mchael Dworkin, and it is just this.
know t hat you are having calls like this with each of the
regions, and | know they are being transcribed for all of

t hem
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s there going to be a ready access to the
transcripts of all the regional calls so we could | ook at
them as we prepare our comments in a tinely way?

MR. MEYERS: It is a ten-day process. They are
kept by the--Tom explainit.

MR. RUSSO. This is Tom Russo. You will have

access to each and every one of the transcripts from-

MR. DWORKIN: In time to make our comments, or
not ?

MR. RUSSO. Yes, in tine to nake your comments.
Because, for exanple, the transcripts of this call will be

avail able for free and on our website ten days from now.

You can buy them now, certainly. They are pretty
pricey. But you will still have the opportunity before the
deadline to really |look at all of the transcripts, and we
will just get themup online as soon as they get by that
ten-day hold period that we have.

MR. DWORKIN: Ckay. Thank you. That, | want to
say, is to ny mnd of real high inmportance because it is
putting into context the national concerns with the regional
concerns matters a | ot.

MS. RILEY: Absolutely.

MR. TURNURE: And on PJM versus VEEP--this is Jim
Turnure again--1 will follow up with you on that because

woul d prefer to go back and dig down deeper with the
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transm ssion fol ks at I CF and nmake sure | give you an answer
that is conpletely accurate. But | can do that in a very
timely way.

MS. McRAE: Well could you do sonething nore
broad than that, though--this is MRae--in clarifying what
is in PJM East, West, and South?

MS. RILEY: Anmen.

MS. McRAE: That would be very hel pful.

MR. TURNURE: Well, you know, if you are | ooking
at the report, the map that has the nost--that is easiest to
see is on page 32 where it is just the regions thensel ves.
There you can see that tiny little gap in PJM East t hat
| eads down into the Delmarva. | think | said it was PIM
south before, but it is east.

MR. MERONEY: This is Bill Meroney. | think the
only way really to address your question is to have Jim
provi de something nore specific on that particular issue.

MR. TURNURE: ©h, yes.

MR. MERONEY: It is barely visible in the map.

MR. TURNURE: Exactly.

MR. MERONEY: So | nean | think--I assume he can
do that in a timly way, too.

MR. TURNURE: It is easy to do. It is just hard
when | am |l ocked in a roomon a conference call

MR. MEYERS: Once he does it--this is Ed
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Meyers--that will be posted for the record for everybody as

wel | .

MR. TURNURE: | can just provide a much nore
det ai |l ed breakdown of how these regions actually are
configured, and which NERC region is which, and how they
transl ate.

These start from NERC regi ons and sub-regions,
with further breakdowns based on significant transm ssion

bottl enecks. That is the general approach. But | think

everybody would be interested in seeing nore detailed stuff,

especially for the Northeast where the regions are
relatively physically small.
MS. McRAE: Umhmm Could we al so go back to

M chael Dworkin's comment about the treatnent of the

environnmental issues, and the related costs? | did see in

the report--this is McRae--that the coal production would
I ncrease, and that has been a big discussion about the
att endant environnmental consequences of that.
s that quantified anywhere?
MR. TURNURE: This is jimTurner. Well let ne
make--1 think there are two sides to that. Point one was:
How was it handled in the analysis, per se?
This particular nmodeling systemwas originally

devel oped for the Environnental Protection Agency. It is

the followon systemto the one they used for the acid rain
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program di scussions, and it is the systemthey used for the
ozone transport region, ozone transport assessnent group,
NOx, SIPCAL, and associ ated regul atory proceedi ngs.

It is that same system fromthe ozone transport
debate, if you will. It is also the system being used for
mul ti-pollutant analysis and so on and so forth today.

Bearing that in mnd, it has very detailed
representati on both of environnmental constraints or
regul ations and of the options that people have in terns of
conpl i ance.

So there are NOx limts, SO2 |imts, existing,
current regulations are represented in the nodel going
forward. And power plants and operators have options
between a wide variety of retrofit technol ogi es--certain
ki nds of fuel sw tching, changing the dispatch order in the
m x in general, and trading on the all owance nmarket.

There is actually all owance banki ng and trading
in there. So it is a very robust systemas far as that
goes. Now that is one side of the question.

The other side is where is that in the results
and in the outputs. And there is a lot nore detail that
conmes out of these nodel runs. There are entire sets of
em ssions all owance prices, that whole set of issues is
heavily represented in nodel ed out put.

So it is another informational issue for people
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to consider, | think.
MR. DWORKIN: This is Mke Dworkin. | guess |
would like to put it in the bluntest phrase. |If what it

turns out that the nodel predicts that if everything happens
as anticipated and all the anticipated and assuned goal s of
the RTO are achi eved, you get a 1.5 percent reduction in the
cost of delivered power. But that one of the necessary
paths to getting there is a 30 percent increase in FOx and
NOx em ssions?

That is an inportant part of the cost/benefit
study for FERC, and it is an inportant part of the
cost/benefit coments fromus. And yet, we do not have the
ot her half of that part avail able.

VWhat ever the nodel can produce, it hasn't
produced it in the report.

MR. TURNURE: Well, Mchael--1"msorry, Chairmn
Dworkin, this is jim Turnure again.

The one thing that happened between the
Envi ronment al | npact Statenment for Order 888 and the
environment al assessnment for Order 2000 was the issuance of
NOx regul ati ons by the EPA

The situation as it is today in ternms of final
regulations is that both SO2 and NOx are subject to
em ssions limtations. Now those are in the nodel

There will be variations over tinme and in
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geography where the em ssions occur. However, regulatory
caps cannot be violated in the nodel because there are
constraints.

MR. DWORKIN: Jim | think you are m ssing ny

points. | am assum ng that your npdel assunes that
production will be |legal as opposed to illegal, and
therefore the constraints will be nmet?

MR. TURNURE: Right.

MR. DWORKI N:  But bel ow the constraints there is
a broad range fromzero to the constraint. And within that
range, there are different production scenarios for U S.
generation that produce nore higher and | ower | oadings.

And ny guess is that your (person sneezing) here
depend upon hi gher | oadi ngs than your basecase, but | can't
tell that. To the degree that they do depend on higher
| oadi ng environmental em ssions as a base case, then that is
a cost.

MR. MERONEY: Thi s--

MR. DWORKIN: And it needs to be assessed as part
of a cost/benefit anal ysis.

MR. MERONEY: This is Bill Meroney. | think that
is a perfectly reasonable request, and I do not know wi t hout
asking Jim here whether or not a |lot of the information that
you are interested in would just be available if not

summari zed in the normal nodel outputs fromhere. That is |
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guess ny first point.

My second point is that | think it is a very
reasonabl e concern, but in many respects what we see here is
a sort of pattern of greater efficiencies and better use of
the transm ssion systemthat woul d have been represented in
t he environmental analysis for Order 2000.

So just in ternms of expectation, | would expect
sone inpact, but it mght be fairly limted. | agree
conpletely that the best thing to do is get it out there and
| ook at it.

MR. TURNURE: There's lots of information
available on it.

There are just one or two other quick points |
woul d make in response to the original set of issues. And
then | am sure there are |ots nore issues. This is Jim
Turnure, still.

One was about demand response and how i nportant
that is vis-a-vis other topics, and why that was in Chairman
Dwor ki n's view not highlighted sufficiently at least in the
summary.

Just | ooking at the nodel outputs, it is really
t he generation efficiencies that are dom nant even relative
to demand response.

And so when we just | ooked at the results froma

very technical standpoint, it |ooked to us |like, yes, demand
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response i s inportant but these market inprovenents and
generator efficiency inprovenents are clearly the front and
center driver of results.

Even though demand response is inportant in a way
that | think sone people viewed as surprising, it did not
surprise nme in the slightest because | had been anal yzi ng
that for a long tine.

But when people see that dramatic increase from
t he generator case to the demand response case, it does
i ndeed catch your eye. But it is still a 50 percent
I nprovenment over what the generator efficiency case had. So
it is not the single nost inportant elenent; it is an
| nportant el enent.

| just wanted to make that comrent.

MR. TYLER: Jim this is Howard Tyler from New
York. On those two points about efficiency and
availability, first of all what is the availability
i mprovenment that you assumed for this case? And was that
uni f or n?

And secondly, on the efficiency why would the
efficiency inprovenent apply to areas that already have
existing 1SCs? 1Isn't the assunption based that where there
are conpetitive markets, that the efficiencies would
| nprove?

MR. TURNURE: Yes. This is Jim Poi nt one on
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availability, that is a one-tine increase in plant
availability within each plant type. And that is a uniform
assunption throughout the regions.

On your second point, treatnent of existing |SGCs,
essentially we took a very consistent uniform approach to
this. We were intent on isolating the relative inportance
of each of these aspects. And in that regard, we actually
consi dered the tradeoff between trying to get very, if you
wll, delicate with regard to existing | SOs, and how | ong
have they been operating, and have they had time to get that
ki nd of inprovenment or not?

Specifically with the case of ERCOT which just
really got underway recently, you have to really start to
worry about those things. And it creates a rather nuanced
| ook at what was really a very broad assunption in this
case.

So it is alegitimate issue, | think, and that
was the approach that we adopted and the rationale for it.
So again, that's a uniform assunption as well.

MR. TYLER: [|I'msorry? On the first answer you
said there is a uniforminprovenent in availability. Is
there a range, or any nunmbers you can throw out as to what
the availability inprovenment was?

MR. TURNURE: It is a 2.5 percent increase in

availability, which is really just a question of outage
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managenent, essentially. And that is applied to plant
types. So each type of plant within the nodel gets that on
Its own original base, fossil units only I should add.

MR. DWORKIN: This is Mke Dmrkin with a factual
question. Did you explicitly conpare your assunption about
i mproved availability with historical record which shows
decreased availability in New England and in California in
the periods following the markets, particularly in tinmes of
hi gh demand?

MR. TURNURE: No. That was not--that type of
statistical analysis. In this report, we did sone
addi tional work on the demand response side, in particular.
That particular assunption was sourced really to prior work
where they had done nore statistical work.

So, no, we did not do fresh historica
conparisons for this study.

MR. DWORKIN: My sense is this falls under your
general exclusion of market abuse and errors in market
rules, but certainly what we have seen in practice is that
whenever the demand goes up in New England, and did in
California, nore units went out for assuned availability
t han usually had, and that the transition to a nmarket-based
structure did not lead to an increased availability; it led
to a decrease.

So it was apparently an effort to force economc



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

scarcity.

MR. TURNURE: Well there is a lot of historical
statistical conparative institutional analysis that people
do do. | nmean there are many ripe areas to do that. | am
just telling you what this particular study took into
account for this purpose. Again, a very legitinmate area.

There are one or two other quick things that
peopl e brought up. One was new generation assunptions. The
nodel has both--we both carry a list of plants that are
going to get built soon, firmy planned builds, and people
m ght be interested in that.

And then the nodel, after the initial few years
the nodel is building what it economcally sees as the
optimal m x of builds. And so those are both things that |
am presun ng you nmean when you ask for that. | thought that
was Chair Helnmer. Another informational request.

MR. DWORKIN: This is Mke Dworkin. | am going
to leave. Thank you for letting me go early and conplinents
on a lot of the stuff that | do like in it, even though I
have been being critical. Take care.

MR. TURNURE: Take care.

MR. MEYERS: Thank you

MR. TURNURE: We have one nore thing about
smal | er RTOs and seans' resolution that was brought up

initially. | want to say--and maybe Conm ssion staff can
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echo or let me know what they think about this, but we were
not--we were handling seans' issues in a pretty uniform way
for this particul ar study.

There are costs of power transfer between RTOs as
opposed to within RTOs. You could call that a seans' issue.
But those are handled on a strictly uniformbasis in the
study. It is a single charge between RTOs as opposed to
within them and so we are not maki ng assunpti ons about
particular seans in terns of which of these specific ones
can be resolved or not resolved. It is just not the |evel
of detail that is going into this piece.

(Pause.)

MR. RUSSO. This is Tom Russo. Are there
addi ti onal questions?

MS. RILEY: This is Cathy Riley. | would like to
cone back to transm ssion costs, please.

MR. MEYERS: Go ahead.

MS. RILEY: Maybe it is just nme, and it is
Friday, and it has been a |long day, but I got lost in your
transm ssi on answer before. So | apol ogize if |
m sunder st and here.

We were trying to get an understandi ng,
particularly on our Del marva Peninsul a, what transm ssion
constraints were nodel ed, and what ones were nodel ed as

being resolved. And then how those costs were plugged in,
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the cost for the resolutions.

Can you tell us in PJM what constraints you
nodel ed? And then which ones you resolved? And where those
costs were plugged in?

MR. TURNURE: Well--this is Jim Turnure at |CF--1
amtrying to get the term nology in your question straight
so that | know how to answer it.

VWhen you say "resolved,"” what is the reference
there? Do you nean physically sonehow upgraded? O do you
mean sonet hi ng about the econom cs or the charges across
t hent?

MS. RILEY: Well in this whole thing you talk
about hurdl es.

MR. TURNURE: Right.

MS. RILEY: Are your hurdles not transm ssion
constraints?

MR. TURNURE: They're economc. They're charges,
basi cal | y.

MS. RILEY: Okay. All right.

MR. TURNURE: In these nodels, there is usually a
physi cal and an econom c side to any piece of it.

MS. RILEY: Did your study ever in our region
resol ve physically any transm ssion constraints?

MR. TURNURE: No. Physically there's a one-tine

wi t hi n-path upgrade that occurs. |It's a 5 percent increase
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in transfer limts. That is sonething that happens on al
the transmission links. It is designed to represent better
congesti on managenent, nore accurate ATC, and that sort of
benefit that the Comm ssion discussed. And that is a

physi cal change to the |inked capacities. But it is the
only change.

MS. RILEY: But you did not include any costs
associated with that 5 percent increase?

MR. TURNURE: That's correct.

MS. RILEY: So this study, although it | ooked at
constraints, it addressed themin only an econon c
resol ution fashion as opposed to any physical resol ution?

MR. TURNURE: That's right. The nodel actually
can be dynamic in the transm ssion side, as well as the
generation side.

I n other words, you could allow the nodel to
econom cal ly construct transm ssion. That is not sonething
t hat people are confortable with as a general rule because
of the difficulties in siting and all that.

The nodel would, if allowed, build quite a | ot of
transm ssi on.

MS. RILEY: And so in your 2006, I think it was,
when in sone parts of PIMthe costs went up, why did they go
up?

MR. TURNURE: Because of the, the, the dynamc
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there has to do with the shifts in power flows nore broadly
in the East.

Essentially what's happening is portions of the
M dwest have started to use the Southeast as their export
mar ket rather than PIMin the Northeast.

PJM and particularly PJM South, are actually
sort of becom ng the export platformto the further
Nort heast, if that makes any sense. PJM South in particular
starts to build nore capacity, both to neet its own needs
and because for sonme siting reasons and gas delivery reasons
it is the place to build new generating capacity even to
serve points further north.

So there is a lot of activity and capital costs
going on in PIM and particularly PJM Sout h.

MS. RILEY: And so because that is happening in
PJM Sout h, PJM East is penalized?

MR. TURNURE: Well it is a very delicate thing
because as a region has to either rely nore on its own
resources or export resources to somewhere el se, that
depends entirely on their internal m x of generation and
their supply curve.

So it is that kind of effect that you need to
di sentangl e region by region, and that is where | think
people's request for further information are going to conme

in.
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MS. RILEY: Well for states who are nicely
| ocat ed around natural gas pipelines and are trying to add
generation with some swiftness, to | ook at sonething that
suggests, or to hear your comrents that our own addition of
generation plants at the expense of our own rivers and
what ever actually has negative inplications for sone parts
of our state is not a real strong, enthusiastic endorsenent
of our building new generation, is it?

And you are saying that is what this study shows?

MR. TURNURE: To be honest, | am hesitant to get
to that level of specific state and regional comment, only
because it takes very hard | ooks at the results to get a
clear picture of exactly why things are happening in that
particul ar area.

MS. RILEY: Well but | thought that is what you
said. And, you know, we are sitting here with potentially
four, three CPC requests in, and potentially another one, to
use the Potomac River--in effect, D.C.'s drinking water--and
I f that kind of coment is what your study points us to, it
is not real encouraging for us to try and deal with sone of
these water issues.

Maybe | m sunderstood what you said. Okay.

MR. TURNURE: Well | amjust raising those as
i ssues and potential explanations. | amsinply trying to

not be definitive about sonmething which just requires a
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little bit harder | ook.

MS. RILEY: Well | guess ny concern is that when
you do a cost/benefit analysis, it is tough to do. And you
draw lines. And people have earlier pointed out that some
of the lines that were drawn have to do with the
externalities of the environnent, and coal, and other
t hings, which | would clearly understand.

But for sonme of us, one of the great
externalities is water. And apparently that would not be
i ncluded. And | would understand that. But if you nodel
based on the growth in generation in this area, which is
imm nently |inked to water, then you begin to wonder, you
know, what el se should have been put in. And | know you had
to draw the |ine sonewhere.

MR. TURNURE: Well a big thene is the |inkages
bet ween markets, so that is a valid point, too.

MS. HELMER: This is Maureen. Can | just foll ow
up on a point that Cathy kind of started with and what |
think is a disturbing--Mwureen Helnmer, |I'msorry--a
di sturbing response, which is that there is no assunption
about transm ssion expansion. And | think by definition no
assunpti ons about joint or regional transm ssion planning.

You know, one of the benefits that | think anyone
woul d ook to froma |arge organization is joint

transm ssion planning. And to not have that as an input
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sinply because it is difficult seenms very circul ar

Yes, it is difficult, and the states have been
bl amed in kind of the national political rhetoric for not
getting transm ssion built. And if we are going to | ook at
these | arge organi zations, and at |east not know what the ec
econom ¢ benefits of that could be, I think we have really
| ost sight of what are these benefits.

| mean we | ook at this study and it says that
there are essentially no benefits for New York from noving
fromthe current systemof three 1SOs to a | arger Northeast
RTO. And then we are told that there is an assunption that
we are living with the current constraints of the
transm ssion system but for perhaps sonme inprovenents that
m ght be made because of better allocation of resources
across those systens.

And that is a real concern. And | would strongly
urge the FERC to | ook at and to do the runs which you fol ks
seemto say can be done with this nodel.

Second of all, you know, as | listen to the phone
call it seens nore and nore clear that there is a | ot of
per haps val uabl e information and raw data that cane out of
t hese studies that is available in this report. And | know
you said earlier that some consideration would be given to
havi ng that nore generally available, and I would strongly

urge that that information be made nore generally avail able.



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

MR. WHITMORE: This is Charlie Whitnmore at FERC
| wanted to follow up on an earlier point about potenti al
price increases in PIMin 2006.

| don't know the answer, so | amgoing to pose it
as a question to Jim Turnure. M understanding is that the
nodel ends up sending a |lot of power fromthe M dwest that
now goes to the Northeast, and it starts sending it
Sout heast i nstead.

And | think the net effect of that is that you
basi cally back off a bunch of stuff that is now available to
the Northeast. And so new stuff gets built in PIM But
notw t hstandi ng that, the price can still go up a bit
because you are not building as nuch as fast as is backing
off to go to the Sout heast.

And | guess nmy question to you, Jim is sonething
t hat Comm ssioner Dworkin asked at the beginning. Nunber
one, is that right? And nunber two, if that is true, why is
it that so nuch power starts going Mdwest to Southeast
I nstead of M dwest to Northeast?

MR. TURNURE: Well, yes, this is JimTurnure.

That is--in the report that is all described around the
series of transm ssion flow maps. Those are a feature of
t he nodel which we use to diagnose runs and try to
under st and runs.

And even though those can be a little bit
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confusing for folks, we felt that it was inportant to make
an attenpt at |east to put those graphics in there and give
peopl e something to work with.

Essentially, the way it works is there are sone
parts of the country today which, if given the chance, would
inport a lot nore power than they are currently inporting.
And the mmj or regions where that occurs in the runs are
California and Florida.

So essentially California and Florida both are
al l owed to, through the hurdle rate adjustnents, bring in
nore electricity than they have been in the base case. As a
result, power flows throughout the country are rerouted.

And that is a big feature of the study.

It inplies that it is difficult to do this sort
of analysis without considering a very broad scope. It is
difficult to analyze the Northeast in isolation because the
effects of the Southeast and Florida are effecting the
Northeast. So you need to start with sonething that is
nati onal before you drill down, if you will, to nore
detai |l ed regi onal assessnents.

Is that a sufficient answer for that part of it?

MS. MURPHY: If | could interrupt, this is Caro
Mur phy from New Jersey.

Does that then assune that the Northeast will not

construct nore generation to satisfy their need and send
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nore Sout hwest? And does that assunme that the California
Coast, for instance, will not devel op nore generation to
send to the M dwest or anywhere el se?

MR. TURNURE: Essentially what is going on is the
regions that wish to inport nore, the Florida and California
in this case, they are able to either not use current
inefficient generation, or avoid building generation that
happens to be nore expensive there.

Over time, what happens is that the new
generation tends to | ocate where it is cheapest to build,
ei ther because of the fuel infrastructure or because of sone
ot her set of regional changes in construction costs.

So general ly speaking, the nodel is attenpting to
| ocate new generation closer to in this case natural gas
supply regions. 1l.e., the interior Rockies and parts of--
parts of the Southeast are really where the builds are
occurring as opposed to far off at the ends of pipelines.

So that is part of the dynam c.

M5. MURPHY: And | can understand that from an
econom c perspective, but froma siting perspective a state
li ke for instance Kentucky where devel opnent of a generator
m ght be | ess expensive certainly, the resistance nmay be
nor e expensi ve.

MR. TURNURE: That's correct. And in fact the

Governor of Kentucky has a nmoratorium on new plant siting
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applications as we speak, to do nore studies of exactly this
I ssue.

M5. MURPHY: And the issues that those states
have expressed, anyway, seens to be one that devel oping the
generation sinply means it is going to cost them nore
internally because their generation beconmes nore val uabl e,
therefore their prices go up.

s there an econom c bal ance being played in this
In other to make sure that a state that does generate
recei ves the residual benefits?

MR. TURNURE: Yes, because the sinple production
costs in energy price outputs fromthe nodel are actually
not the end of the study. And we start to discuss that
towards the end of the report.

Essentially what you are thinking about is, well,
what about the export revenues? You build a plant for
service to another region. Mney is com ng back. Sonmeone
I's paying you. And what happens within the state when the
generator gets nore revenue becones a very state-specific
i ssue and very hard for this study to address in detail, but
we are trying to suggest that that is where people's
t hi nki ng goes once you end up in the situation of building
pl ants to service the export market.

MS. MURPHY: The parochial issue does not go

away.
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MR. TURNURE: Indeed. And there's job creation,
and state tax issues, and all those sorts of things.

MR. MERONEY: This is Bill Meroney. This is nore
of a kind of a process point about followup here. Fromthe
recent discussion it seens that there are two kinds of
things that it would be useful to sort of focus coments
on.

One is information fromthe current scenarios
that were run because, with particular reference to the
transm ssion systemthere could be sone val uable information
in there in terms of how the RTO scenarios are affecting the
transm ssi on system

And the other is alternative scenarios that would
make sense to people, because | think we have heard a | ot of
good suggesti ons here and el sewhere. And whoever does it,
it is going to be essential to get comments out specifically
directed to those kinds of things so they can kind of be
wei ghed and figure out where that ought to head.

Sort of | ooking back when we did an environnental
i npact anal ysis of Order 888, those kinds of things came up.
We did run sone scenarios, or scenarios were run that | ooked
at the inpact of expanding the transm ssion systemwith a
sort of earlier nodel simlar to this one.

That is certainly the kind of thing that could be

done here, in principle. So tell us what kinds of things
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woul d be nost beneficial to you.

MR. WHITMORE: This is Charlie Wiitnore. One
ot her point along those lines. Both the Chairman and |
believe a couple of the other Comm ssioners took note of the
fact that the study does show sone price increases in sone
areas for varying lengths of tinme, and I think they all
expressed the thought that this was an inportant issues, was
one of the reasons for doing the study, and that it was
obvi ously sonething that we, the Comm ssion, would have to
t hi nk about going forward in each of the states as well.

So I think one of the things this study has done
is to put sone notion of which regions those are on the
table for the inevitable discussions that have to happen
goi ng forward from here.

MS. MURPHY: Ckay.

MR. WALKER: This is Cody Wal ker in Virginia. |
just had a question | guess about the process for foll ow up.
Are you asking for our input as to additional scenarios that
we would like to see here in this call, or in a separate
communi cati on?

MR. MEYERS: | think both. These calls have
served the purpose of getting various requests from states,
and in all the regions that we've talked to so far, and so
we will be gathering those and anal yzing those. And after

this call has ended, you all are going to be thinking about
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the kind of filings you are going to be making on April 9th.

So those filings may, at your own choosi ng,

i ncl ude various requests of pulling out information from
current scenarios, and al so suggesting additional scenari os.

One thing I was wondering about, just to clear up
this point, Chairman Helmer said that we are m ssing
sonet hing pretty big if we are not including assunptions
about transm ssion expansi on, that we would be | osing
significant benefit.

And earlier, Jim Turnure, you nmentioned that that
Is kind of difficult because you have to nmake rather
specific assunptions about siting.

| am wondering, is it feasible, since this is a
question that is current before us here, to make sone
general assunptions about siting sufficient to get the
transm ssi on expansi on question quantified somewhat.

MR. TURNURE: Well--this is Jim-1 think the
first thing to knowis that even if you are not allow ng the
nodel to build transm ssion, any constraint in the nodel is
associ ated with a shadow val ue.

I n other words, the value of relieving that
particul ar constraint, whether it is an environnental
constraint, a reserve margin constraint, or a transm ssion
constraint. Each of those, the nodel automatically

calculates if it were to be relieved by sone snmall
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I ncrement, what would it be worth.

So you actually have a set of shadow val ues for
the transm ssion links that exists in the nodel even when
the transmission grid is left static. And that is
information, and that is something people could | ook at.

Beyond that, it is often the case that for
clients ICF will exercise the systemto |ook for, for
exanpl e, the value of a nerchant transm ssion line. |If
soneone were to build sonething, where would they want to
| ocate it?

It is the type of thing people do, you know,
fairly frequently. It is a systemthat is well suited for
t hat because of its long run dynam cs.

Beyond that, | mean the question of regional
pl anning is highlighted in this type of study sinply because
of the effects that are really |ong-range between these
di fferent regions.

There's a | ot people need to take into account.
And | don't know if | am enpowered to comment on that Kkind
of policy or not, but there is something about planni ng and
sonet hi ng about regions and sonet hi ng about states
cooperating that sinply has to come out of this whole set of
I ssues.

That is my opinion.

MR. MEYERS: Then would you need the states to



10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

o
suggest, for exanple, various types of expansion. |If you
ran a |line through here or there, you know, what kind of
effect would it be? O are there sone general kind of
assunmptions that you could make wi t hout having such input?

MR. TURNURE: Well that could work either way.
Peopl e could request specific links or routes or sonething,
but al so you could for exanple pick the nost valuable |inks
torelieve in certain regions, and take that as a nore
uni f orm consi stent approach.

We woul d have to think a little nore about that,
because it brings up sone of the regional aggregation
questions. A big question is at what point do people
actually take the nodel down a |evel of detail in terns of
regi onal focus, because that can be done as well.

And a |l ot of these specific transm ssion |line
questions are probably better addressed when you depart from
t he national scope of the nobdel and reconfigure it to just
| ook at the Eastern Interconnect, or the Western
I nterconnect for instance. Then you actually get a nuch
better |evel of resolution.

So there are sone issues tangled up in that.

MR. MEYERS: But you could nake sone | east-cost
assunpti ons.

MR. TURNURE: Yes, you could, sone consistent

assunpti ons.
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MS. MURPHY: This is Carol Mirphy again. Can you
make cost/benefits for the states that assune sonme of these
responsibilities, or take sone role in these? Can there not
be some cost/benefit fromtariffs?

MR. TURNURE: You nean in ternms of incentives?

MS. MURPHY: In terms of incentives, and in terns
of benefit. In terns of the price of energy to residenti al
custonmers. The kinds of things where you' ve done cost
avoi dance by devel opi ng sonething regionally or being
involved in a regional thing. |If it happens, your state
shoul d receive sonme benefit, should they not?

MR. TURNURE: | guess ny conmment as an anal yst
woul d be that once you are doing that and your focus is
state by state, again taking this nodel at a national |evel
Is alittle too big.

MS. MURPHY: No, |I'mnot thinking nationally.
Excuse nme. | amthinking on a regional basis.

MR. TURNURE: Yes. Exactly.

MS. MURPHY: In other words, if one state is far
nore aggressive in getting the transm ssion sited and
hel pi ng that process along, then the benefits should accrue
in financial as well as in ease of transm ssion to that
st at e.

MR. TURNURE: Well technically, yes. It is quite

a--the kind of analysis you can do, and this kind of
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approach is well suited for.

Practically speaking the question of whether that
ki nd of analysis can sit at the federal level with a
nati onal nmodel to ne is a tricky issue because at sonme point
you are going to want to break down and get into a nore
regi onal type of focus.

So it kind of raises the issue of where is the
forum really, for that type of analysis.

MS. MURPHY: Ckay. Thank you.

MS. HELMER: Jim this is Maureen Hel mer agai n.
What you referred to as the shadow i nformation, is that
sonething | can locate in this report? O is that sonme of
the nore detailed data that is not available to us at this
time?

MR. TURNURE: That is a very, very detail ed piece
of nodel output. Each of these nodel runs, let me just |et
you know, is |like a 12 negabite data file which would format
into several thousand pages of actual text.

We never print them wusually, at ICF. W |ook at
them on screens with text editors, and search functions, and
then we pull that information and format it dependi ng on
what we are trying to do.

So that particular bunch of information would be
sonet hing that we would search out of a run file and format

and deliver to sonmeone, if requested.
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MS. HELMER: From a process perspective, FERC
folk, is that the kind of thing that we should specifically
ask for? Because to get back to ny original point, it is
real counterintuitive here in New York that the New York
numbers came out where they are. |Is that the kind of thing
we shoul d request, either immediately or as part of our
comment s?

MR. MEYERS: \What you request is what you
request.

MS. HELMER: Ckay.

MR. MEYERS: | think the process here is that we

are going to just consider all the requests and see how t hey

shape up. We have cost considerations, too, as to what we
can do and what we can't do.

If we get 12 requests, that is one thing. If we
get 100, that is another thing. And, you know, Kkind of
organi ze ourselves, too, after all these calls and after al
these filings to see what approach is needed next.

But, you know, if you choose to go ahead and do
that, that is your call

MR. MERONEY: Yes. This is Bill Meroney. That
is alittle bit of what | was trying to get at with the
question of there are sone things such as what we were just
di scussing with respect to shadow val ue that is val uable

information, that is in current runs, that sort of by its
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nature would be less costly to provide.

And it would help, just froma process
standpoint, to get a sense of what sorts of things |ike that
peopl e are | ooking for.

MS. RILEY: | want to thank Marie for going back
to the transm ssion thing. This is Cathy Riley again. To a
certain extent it seens as though |eaving off the
transm ssion resolutions is |like analyzing inprovenents to
cars and forgetting to put highways in and mai ntaining
hi ghways.

So it just seens to ne a very significant piece
is left out. So I personally would appreciate anything that
woul d give us sone guidance relative to these shadow val ues.
So thank you for that, Maureen.

| just had one question. | amnot clear on the
sensitivity of your nodel. So if | could just ask this:

You indicated that on the availability issue, for exanple,
you took a one-time 2.5 percent charge? Is that right? A
reduction in cost, or value? Let ne say val ue.

MR. TURNURE: It is an increase in the physical
availability in terns of 86 percent, 89 percent. That type
of nunber.

MS. RILEY: MWhich is a value and is perceived as
a benefit in your nodel. |Is that correct?

MR. TURNURE: Yes, that's right.
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MS. RILEY: If in fact in the Northeast region
t he number has al ready been used up, we have already arrived
at it, for exanple--1"mnot saying we have or haven't, just
for exanple--the change of your 2.5 to say a 1 percent, how
sensitive is the nodel? What would that 1.5 percent
alteration nmean? Can you give us sone sense? |Is that a
m nute effect that would be difficult to trace through your
nodel? O is it of some substance?

MR. TURNURE: Well, | think that just as an
i nfornmed specul ation, it would be not all that significant
conpared to the other assunptions in here.

However, that is a pure sensitivity analysis
question and there is not a lot of roomin a 90-day study to
do that nuch pure sensitivity analysis. |In fact, the only
assunption really that is conpletely isolated here is the
demand response assunption, which has its own scenari o,
where it is the only change. So that is a pure sensitivity
case right there.

MS. RILEY: Okay.

MR. TURNURE: The other ones are all tangled up
In sets of assunptions because it is scenario analysis.

MS. RILEY: Okay.

MR. TURNURE: \Which is not the sane as
sensitivity analysis. So | wouldn't say it would be a huge

effect, but | would be guessing.
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MS. RILEY: Okay. Thanks.

MR. WALKER: This is Cody Wal ker in Virginia. |
guess this touches on a question that Chairman Riley raised
earlier about the placenment of Virginia, but in |ooking at
the map it appears that All egheny Power, which is part of
PJM West, has been included in the M dwest.

| guess | ama little confused just in general
about the treatnment of certain conpanies, the Alliance
conpanies in particular, as to how you chose to place them

and in which RTO. Wuld you talk about that a little bit?

MR. TURNURE: | think that the Conm ssion--this
is Jim Turner again--1 think the Comm ssion staff could nake
a coment about that, and | could as well. It is an

i nteresting process trying to decide those things for the
pur poses of an analysis |like this.

Do you want to say anything about that, Bill?

MR. MERONEY: Well, to say the least, that was a
novi ng target during this analysis. Things were changing a
bit, and | guess | would say that the first thing to do is
to get real explicit on exactly what ended up in and what
ended up out.

It was changi ng enough that | woul d be hesitant
to say exactly which ended up where. The last point, if
Al l egheny is not in PIM that would seem|like a serious

oversight. But we need to check.
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MS. RILEY: Well you started this study 90 days
ago, and 90 days ago All egheny wasn't in PJM They just
noved into PJMin the |ast couple of weeks, officially. But
| can understand whether it's in or out. But the other
question that M. Wl ker asked had to do with Virginia.

No one has tal ked, until the |last six weeks,
about this nove to Virginia. And wasn't this study started
li ke 90 days ago or so? And wasn't it all prem sed on
trying to figure out the RTO configuration? And wasn't it
all about did the Northeast RTO as proposed by FERC not by
us make sense?

Are you saying that in fact you did not nodel the
RTO as proposed by FERC in October, but you now have a sort
of sliding kind of thing that Virginia is included to a
greater extent? | asked that question an hour ago.

MR. MERONEY: | am saying that is sonmething we
need to take an awfully close |look at for the very reasons
you are |laying out here.

When we started out, | believe that that was the
starting point. Clearly right nowit looks as if fromthe
| CF report that we've got at |east parts of Virginia in the
Northeast. So that is definitely sonmething we need to
survey.

MS. RILEY: Well we are trying to be partners in

this. And we all have other things to do besides | ook at
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maps that we can't see, and coment on them and spend hours
and hours this week and last trying to understand, to give
you our input and to be fair.

And an honest, innocent question has been asked
several times and we can't now even find out what the
paraneters are.

How can we even acknow edge and respond to this?

MR. TURNURE: Well let nme just address that.
This is JimTurnure. | will tell you fromthe guts of this
process and the guts of the study, we asked a | ot of people
where to put this piece of Virginia, and we did not get a
good cl ear answer from anybody. And we asked a | ot of
peopl e, to be honest.

MS. RILEY: Did you ask PIM?

MR. TURNURE: This is the sort of thing where
again the sensitivity would be probably called for. The
fact is you could run this piece of Virginia in the M dwest
or the Southeast or the Northeast. It is a pivotal area,
just like TVAis. And we did this as a judgnent call.

And if people have a problemw th that, | would
suggest that they try to find out what difference it makes.

MR. WALKER: This is Cody Wal ker. | guess you
just hit on sonething that we have been contenpl ati ng asking
you to do, is to do different analysis to try to get a

better assessnent for where Virginia Power, and perhaps sone
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of the other Alliance Conpanies, would best fit.

Wul d they best fit in the Southeast, the
M dwest, or the Northeast.

MR. TURNURE: There are sonme very interesting
sort of frontier effects between the Northeast and the
Sout heast that actually would vary a fair anmount if these
regions were in one or the other of those RTOs.

So it would be interesting to | ook at.

MR. MERONEY: This is Bill Meroney again. Let
me--Charlie Whitnore wants to junp in, too. | think we have
hit on a really key sensitive and inportant issue here about
exactly where a couple of these entities go.

And it seens to ne |like a very good candi date,
and | think this nmodel is just the right vehicle at this
point to run some scenarios where they are in a nunber of
different places. And I think that would be perhaps a high
priority recomrendati on.

MS. RILEY: Well we are supposed to be naking a
filing by April the 9th commenting on this. And at this
noment, you are all being very nice and kind and willing to
run a variety of different runs.

We have in front of us a run that you have heard
Chai rman of Vernont, Chairman of New York, Chairman of
Del aware, and ot hers ask questions assum ng this nodel. And

how can we respond if we don't even know whether Virginia is
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in or out?

It would be helpful to get an answer to that
question. Is this run including half the state of Virginia,
because it would in fact potentially skew the New York data,
t he New Engl and data, and all the PJM data?

| have no idea to what extent. Can you just tell
us? |Is that map accurate? |Is half the state of Virginia in
this region?

MR. TURNURE: Yes. I'msorry. | didn't think
that was that unclear. Yes, it is.

MS. RILEY: Well we thought it was a m stake. We
t hought your map had to be a m stake because clearly you
were running a nodel that we had all tal ked about, the
Nort heast RTO. So the answer is, no, you didn't run the
proposed Northeast RTO. |Is that correct?

MR. TURNURE: Proposed by whon? |'m sorry.

MS. RILEY: Proposed by FERC.

MR. TURNURE: None of these RTOs were designed to
be the ones proposed by FERC.

M5. RILEY: That's the first tinme that has ever
been said, and it is not in your docunent. And it is a
waste of my time and ny staff's time to have spent this
amount of time to analyze to such a degree this report.

MR. MERONEY: Excuse nme. This is Bill Meroney.

| just want to have one question. That is, | amreally
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sorry if this conversation was m sl eadi ng you about where
t he regi on was.

| thought everybody was having trouble sorting
out the maps. And if, if you' ve been sort of working hard
on this analyzing it thinking the maps are wong, | am even
nore sorry.

This is the kind of thing we could certainly
clarify exactly what's in, because it |looks |like part of the
state of Virginia, and not. And | don't think that is clear
fromthe map.

MR. TURNURE: Well the table above the map says
"NEPOOL PJM New Yor k and VEEP".

MR. WHITMORE: This is Charlie VWhitnmore. | am
sorry that whatever m sunderstandi ngs here are causing such
a problem What | would Iike to suggest is a couple of
t hi ngs.

Number one, that we get you the very strong
specifics on exactly what goes where, which is in each
subregion and so forth within the next couple of work days.

And the other is that we get you an expl anation
as to exactly why Virginia is where it is. | cane into this
process a bit late nyself, and I don't know the answer to
that or I would give it to you as best | could. But we wll
cone up with that explanation and get it to you.

| would like to suggest that there has been no
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effort on our side to bait and switch. The people here have
been doing the best they can. And if it ends up being
confusing or not what people expected, then | think
everybody involved is sorry about that and we will try to do
our best to fix up what we can and go from here.

MR. WALKER: This is Cody Walker in Virginia
again. | can certainly understand the confusion about where
Virginia goes. W're confused, as well.

One of the things we were hoping for was an
i nsight as to where the best placenent of Virginia would be.
And | guess | would strongly urge, to the extent that you
are consi dering additional scenarios, that you do sonething
along the lines of trying to assess the Alliance Conpanies
that currently do not have a hone and to try to figure out
where the best place for those folks to go would be. Just
as a general matter.

MR. VWHI TMORE: Thank you. | think that is a very
good comment, which everybody on--this is Charlie Witnore
agai n--everybody on the FERC end of this conversation has
heard and is taking to heart.

MS. DILLARD: This is Janice Dillard from
Del aware. Could I just ask for one nore piece of
I nformation?

If you're going to tell us whether the Del aware- -

where the Del marva Peninsula is in PJM South, if you end up
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saying that it is in PJM South, can you tell us why on the
map on page 60 it shows an interconnection of sonme sort

bet ween the Del marva Peninsula and Virgi nia Power? Because
there is no such interconnection.

MR. TURNURE: Oh, | have to say that | earlier,
when | initially answered that, | actually m sspoke and then
corrected it a little bit later.

DILLARD: Right. You said it was PJM East.

TURNURE: Ri ght.

5 3 O

DI LLARD: Afterwards.
MR. TURNURE: That's correct. And there is no
i nterconnecti on between the Del marva and Virginia, per se.
MS. DI LLARD: Ckay, then what--
MR. TURNURE: That's PJM South, which is a rather
smal | area, actually.
DI LLARD: Okay- -
MERONEY: This is Bill Meroney.

TURNURE: Sorry. She wasn't finished.

> 3 3 B

MERONEY: It's all right.

MS. DI LLARD: Does PJM South, does it represent
t he Bal ti nore-Washi ngton area?

MR. TURNURE: Yes, essentially.

MS. DILLARD: |Is there no |ink between PJM East
and PJM Sout h? There are no change in transfer? Again, the

map on page 60.
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MR. TURNURE: Well the way that map is
configured, it's linked through PJM West. | would have to
| ook at the corner of Pennsylvania down around Phil adel phi a
to make a nore clear statenent about that, and I am happy to
do that.

MS. DI LLARD: Ckay. Thanks.

MR. MERONEY: This is Bill Meroney. | do think
that this particular issue, along with the Virginia issue,
I's sonething that we should be able to respond very quickly
on and get it out there to tell you exactly where these
regions are, and where Virginia was in these scenari os.

MS. McRAE: Well | recall--this is MRae again--
my request was, because PJMis so critical that we be clear
on what is in each one. That's East, West, and Sout h.

MR. TURNURE: This is Jimagain. You know, |
really like maps. There was a tine when | was a geography
maj or and we forced analysts to do a | ot of mapping that had
never been done before even to this level, and it makes ne
feel sort of sad that if we had just done nore of it for the
Nort heast and done sone zoom ups and so forth, probably a
| ot of this discussion wouldn't be necessary in the way that
it's been going.

Of course we can provide nore of that type of
detail, and it would be not difficult to do, really.

MR. TYLER: Jim this is Howard Tyler from New
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York. While you are doing that, it |looks like you omtted a
transm ssi on connecti on between New York City and PJM East.
Of course there are nunerous |ines that exist between New
York City and New Jersey. They are not shown on this, and
hopeful |y your nodel actually represents it and you just
omtted it fromthe map, but we would like you to confirm
what you nodel ed.

MR. TURNURE: You're saying between New York City
proper and New Jersey?

MR. TYLER: Yes. Exactly.

MR. TURNURE: Okay. |1'll take a |look at that.
I"mnot sure if we just nodel ed that through downstate New
York as a convenience, or if we have omtted a link on the
map. So | would like to make sure what the right answer is
t here.

MR. TYLER: Well either way, that is a problem
If you nodeled it through downstate New York, then it
doesn't properly represent the flows. And what you cal
downstate New York is really the Hudson Valley. It has
nothing to do with New York City or Long Island.
El ectrically it has nothing to do with it.

So you have to show -your nodel has to represent
a transm ssion |link between New York City and Eastern PJM

MR. TURNURE: Well | would just |ike to make sure

if it is an error, one way or the other, which way it is.
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MR. TYLER: We woul d, too.

MR. TURNURE: Great.

M5. HU: Jim this is Grace Hu fromD.C. | have
a clarification question to ask you.

For the base case assunption, are you saying on
page 31 of the report you say "no RTOs,"” and on page 51 you
i ndicate its current status quo. But the status quo is
different fromno RTGs.

Can you clarify that?

MR. TURNURE: | think that is sort of a nam ng
or a nonencl ature issue. Essentially--mybe this is nore of
a procedural question. Maybe the Conm ssion staff should
assess it.

| think when we distingui shed between RTOs and
exi sting, operating independent system operators, that is
pretty much what we were getting at there. Wen we said no
RTOs, we neant no policy FERC RTOs. That doesn't nean there
aren't existing 1SOs. W just aren't calling themthat.

And that kind of term nology does get a little confusing.

(Pause.)

MR. MEYERS: Anything else on this?

MR. WALKER: This is Cody Wl ker again. Just a
qui ck question on how did you deal with planned transm ssion
expansion? Did you reflect those? O are those sort of

just buried in your overall expansion function?
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MR. TURNURE: | would have to check to see if
there is anything significant that is not included going
forward. It is ny recollection that the current set of
transfers is essentially left as is. So there would have to
be sone- -

(Scratching and jostling background noi se.)

MR. TURNURE: --what's all that rustling?

MR. WALKER: Soneone is jostling papers around
and | am having troubl e hearing you.

MR. TURNURE: Yes. | amwaiting for that to go
down, too.

It was ny recollection that the physical limts
bet ween regions are basically left as is. Wthin this |evel
of aggregation, it would be interesting to see if there are
bi g enough pl anned |inks, and you woul d have to wonder about
a thing |like the Neptune Project, for instance, in the
Nor t heast .

At what point would you consider that to be
sonmet hing that you would add into the nodel or not?
General ly speaking, though, there aren't, | don't think,
maj or transm ssion |inks added to the nodel for this
exerci se.

MR. WALKER: Well | was thinking specifically
about AEP' s proposed 765 kV I|ine.

MR. TURNURE: The Cl overdale |ine?
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MR. WALKER: Yes.

MR. TURNURE: Right.

MR. WALKER: And whi ch has been approved by the
Virginia Comm ssion but other approvals are still
outstanding. So | was just wondering how it may have been
dealt wth.

MR. TURNURE: You know, | read in the NERC
Reliability Assessnments that they keep sort of pointing to
that as a sore point, alnmobst. And |I'm not sure at what
point they are going to be able to actually construct that
facility. But that is one of a nunber of sort of fairly
significant |inks which people would like to be putting in
pl ace, but that is exactly the reason why it gets so
specific and so difficult to sinply, if you assune those

lines do cone into play, a |lot of people have a problemwth

t hat, too.

MR. WHI TMORE: So the answer is?

MR. TURNURE: The answer is, we didn't assess
that as part of this study, | don't believe, and | woul d

like to make sure.

MR. MERONEY: This is Bill Meroney. Jimwll
check the specifics, but whatever woul d have been done in
terms of putting those lines in would be the sane in both
t he base case and the scenarios. So it m ght not have that

much i npact.
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MR. TURNURE: | concur with that.

(The sounds of a phone being dialed are heard.)

MR. MEYERS: Are we still on?

(Voi ces answer yes.)

M5. McRAE: \hat is the turnaround on the various
points that were raised. This is MRae.

MR. WHITMORE: This is Charlie Whitmore. We will
have a wrapup at the end of the neeting so that we al
agree, and maybe this would be a good tinme to start it, as
to what it is that we are trying to do.

| would say, | think the one, the one prom se
that | think we have already | hope pretty clearly made is
that we will get you the specifics on exactly where all the
maps are and who goes where, and the reason for Virginia
being where it is, and we will do that within the Mnday-
Tuesday tinme frame of next week.

s that fair, Jinf

MR. TURNURE: Well, yes. After the last call
today, there should be a fair pile of immediate foll ow up
items which we will parse out to staff at ICF and attenpt to
get very fast turnaround on.

MR. MERONEY: | would like to be as specific as
we could on three things at |east that would be there.

One is, exactly what is in the Virginia portion

of PIMin the maps, and confirmthat was indeed the way PJM
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was treated.

Anot her is the specifics on where the Del narva
Peninsula is in PIM | think generally Jimwould say it is
in the East, but let's be as clear as we can about that.

And then the third one specific |I heard that
shoul d be able to be dealt with in this same tine frame was
connections between New York City proper and PJM East.

Those are the specifics that | heard for sort of
I medi at e di sposition.

MR. WALKER: This is Cody Wal ker. Could | add
one nore? That is, whether or not Allegheny Power is in the
M dwest or in PIM?

MR. TURNURE: Yes. This is Jim | would view it
as a worthy thing to just take the entire set of
Nort heastern nodel regions in particular and try to really
peel those apart and make it all in one conprehensive, short
summary so that people can have all that information.

MR. MEYERS: Was there anything el se on our |ist,
Charlie, Jinf

MR. TURNURE: There are a | ot of requests that |
think fall under the category that you described earlier,
Ed, of things which are relevant and inportant but are going
to have to be considered as a set when everyone's got their
i nformation requests in.

They included transm ssi on shadow val ues.
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consi der ati ons.

fromthe nodel,

They i ncluded environnental results and

They included the nore detail ed regional outputs

And |

the sort of production cost outputs.

t hought | heard sonme requests for certain

ki nds of sensitivity runs. | amnot sure if that needs to

be clarified, perhaps.

And any attenpt to particularly

i sol ate where the various Alliance Conpanies m ght or m ght

not fit

into these different

cl ear request.

regions. That was a pretty

MR. WHI TMORE: That is what | have in ny notes.

This is Charlie Witnore. But |

t hink we should go around

all the people on the conference call and see if there is

anything else that you think we either have or should commit

to doing quite quickly in ternms of a response.

MR.

RUSSO. This is Tom Russo. | heard perhaps

it was the first Conm ssioner from Vernont, or perhaps

sonebody from New York tal king about the role of Canadi an

power to the Northeast

Yor k St ate.

deal with right

| am not sure if that

and the ability to get power to New

I's something we have to

now, or whether we are going to see specific

comments requesting that type of an analysis. So sone help,

sone feedback woul d be appreciated right now from New York

State or

ot her

Comm ssi oners.
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(No response.)

MR. MEYERS: Did we get all of the requests so
far down? You know, obviously as Jim pointed out there are
various scenario requests which nmay be made, you know,
putting Virginia for exanple in PIM M dwest, and Sout heast
m ght be a request that m ght conme out of this, and vari ous
types of transm ssion expansion nodels. That's all to be
anal yzed.

MS. McRAE:  Just one further thing that | would
just like to be absolutely clear on, Ed. This is Arnetta.
What ever cane out of the national nodeling does not
represent the regional discussions. | just want to make
sure | amclear. Doesn't represent what was originally
proposed in the RTOs fromthe regional perspective?

MR. MEYERS: \What about that, Jinf

MR. TURNURE: | would be interested in people's
perceptions of that, because froma process standpoint as we
did this there had been a | ot of discussion about, well,
what about four RTOs, or four RTOs plus Texas, and so forth.
But when it canme down to: Well, what exactly are we talking
about here? Essentially certain aspects of that were |eft
up to our judgnment. And again we attenpted to--we read the
trade press, we | ooked at a |lot of press releases, we had to
make sonme judgnment calls--

MS. M RAE: To create the npbst current scenari o,
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really?

MR. TURNURE: Yes. Exactly.

MS. McRAE: Um hnm

MR. TURNURE: And the question of where is
Entergy, and where is SPP. Are they together? Are they in
the Mdwest? Are they in the Southeast? That was a
difficult area.

And this Virginia question was probably the nost
difficult of all of those. And we did not have a
definitive--we weren't under a set of definitive guidelines
as far as that went. And essentially we went, | think our
transm ssion people in the end deci ded which way the
I nterconnecti ons made the nost sense. And that's what
happened with Virginia.

MR. WHITMORE: This is Charlie Whitnmore. We have
sonebody in the room who was involved in sonme of the
proposals early on, and | think he may have the best
perspective on how this evolved. So, Don LeKang.

MR. LeKANG This is Don LeKang. M comment is
that the Comm ssion never drew |lines stating RTO boundari es.
There were a | ot of press reports suggesting boundaries, but
t he Comm ssion never drew any |ines.

It did call for the regional neetings for the
various parties to discuss, but it left those nmeetings open

for participants to be included or to select various
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meetings to go to.

So | can understand where the confusion is on
where the |lines m ght be drawn for the study.

MS. McRAE:  COkay.

MR. MEYERS: Well | am glad you brought that up,
Arnetta, because, you know, obviously there wasn't a static
judgnent made as of July 12th, or anything like that. So
t here was an evol uti onary process.

The ICF did the best they could working with the
FERC. And when you make your filings on April 9th, you nmay
at your own choosing wi sh to get other boundaries or
scenari os requested for the FERC to run.

MR CARMNE: And | think the point is we need to
know exactly what it is--

MR. MEYERS: Who is speaking, please?

MR. CARM NE: --what RTO it studied.

THE REPORTER: Who is speaking, please?

MR. CARM NE: Gregory Carm ne from Maryl and.

MR. MEYERS:. OCkay, go ahead, G eg.

MR. CARM NE: And we need to know exactly what
RTO regi ons you nodel ed before we can comment.

MR. MEYERS: Yes. W have commtted to giving
you that within two business days.

MR. MERONEY: Bill Meroney again. Just to be

clear, what | heard was we commtted to giving you exactly
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what was in the Northeast. WAas that the extent of it, Jim
since it's ICF that is kind of doing this?

MR. TURNURE: | think so. | nmean, | nmean the
nodel 's subregions that are in each RTO were |listed in those
t abl es above the maps. And then it is just a question of
how much optical or physical resolution is better. And I
think nore is definitely better.

And then there is the question of which Iinks
there were, and any narrative about, you know, the process,
or the justification for the approach. So that informtion
shoul d not be difficult to provide to you.

MS. HELMER: This is Maureen Helmer from New York
again. Froma process perspective, you will be, | assune,
providing all the folks on this call with the information
about the Northeast, and any other questions you' re getting
back to us on it next week, but |I'm wondering about in ternmns
of sonme of the other regions. You know, we have |istened--

(Interference on the tel ephone line.)

MS. HELMER: --and, for exanple, Florida raises a
very good question about whether they could even take in al
t he power you fol ks assuned was bei ng shi pped down there.
That has inplications for the results up in the Northeast.

Are you going to be sharing information that you
are providing to the Comm ssioners from other regions to us,

as wel | ?
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MR. TURNURE: Good questi on.

MR. MEYERS: They will all be in the docket. In
fact, all of the itenms we said we'd get back to everybody on
will be placed in the docket for all to see.

One other point of clarification is that once we
deci de, once we take all this information in, all the many
requests we get, however many there are, dozens of them
per haps, we're going to have to make our judgnents of what
we're going to go forward with.

Some of the states and regions are already saying
that they may wi sh to recognize that we are not going to do
everything, or maybe we can't do everything. And so they
may choose to pay for, or sonmehow devel op studies on their
own so that the whole thing is covered froma policy and
data perspective.

MR. WHITMORE: This is Charlie Wiitnore from
FERC. | would just like to ask a question of the FERC
peopl e around the table on process, because I am not quite
sure on this.

VWhen we prom sed to get back to you within a
coupl e of business days and we're going to try to do
sone--we didn't promse atime frame for Florida--but I
woul d expect it wouldn't be too different fromthat,
procedurally it all goes into the docket.

Does that happen i nmmedi atel y?
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MR. GOLDENBERG: All the dockets.

MR. VWHI TMORE: Does that happen i nmmedi ately? O
how shoul d we handl e that?

MR. GOLDENBERG. This is M chael Gol denberg from
General Counsel's O fice. | think what you should do is
have the report issued. When it is issued through the
Secretary, it will get on RIMS and it should go in all the
dockets that were noticed in this proceeding.

So anybody who goes into those dockets, or the
RM)12 docket, would be able to access the information.

MR. VWHI TMORE: And, Tom Russo, do you think
per haps you coul d make sure that when you send sonet hing out
to some of the Comm ssioners explaining where this is, that
we send all of it to everybody?

MR. RUSSO. Yes. W can certainly do that. And
I think what we are going to do is, just to be consistent
with the Novenber 9th Order on State-Federal Panels, we wll
probably get this on the website as well so that it will be
avail able to everybody.

Just remenber next week we are holding simlar
regi onal teleconferences with industry and the public. And
on March 25th we are also having the public technica
conference on the sane issue here at the Conm ssion.

MR. TURNURE: So given that, we should format

t hese up as draft nmenoranda, basically, so they wll be
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sel f-contai ned docunments that can be then shifted around in
t hese various formats?

MR. RUSSO. Correct.

MR. TURNURE: Ckay.

MR. MEYERS: Ckay, well it is about noon straight
up. Does that take care of us?

(No response.)

MR. MEYERS: It's been a great call. It was a
very sophisticated, high-Ievel discussion, as we would
expect fromthe Mddle Atlantic and Northeast. W thank you
very much, and we will be seeing you. Have a good day.

UNI DENTI FI ED SPEAKER: Okay, Ed. Take care.

MR. MEYERS: Take care.

(Wher eupon, at 12:02 p.m, Friday, March 15,

2002, the tel ephone conference was adjourned.)



